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SUBJECT: BRITISH VIEU OF JAPANESE ECONOMY 
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1 . EMBASSY SHOULD INFORM BUTLER OF FCO THAT DEPARTMENT 
APPRECIATES RECEIVING HM TR:ASURY FORECASTS OF JAPANESE 
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ECONOMY. U. S. GOVERNMET AGENCIES ARE CONTINUING ONGOING 
ANALYSIS OF DEVELOPMENTS IN JAPAN AS NEW ECONOMIC POLICIES 
ARE ;MPL:MENTED AND INCREASED DATA BECOMES AVAILABLE. DE- 
PENDING ON VARIOUS ASSUMPTIONS, OUR INTERNAL ASSESSMENTS 
AND FORECASTS ARE AT VARIANCE WITH THE UK'S, ES.ECIALLY TH: 

PROJECTED CURRENT ACCOUNT SURPLUS. WHILE WE ARE WILLING TO 
DISCUSS INFORMALLY OUR VIEWS WITH BRITISH OFFICIALS, WE DO 
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NOT BELIEVE IT IS NECESSARY TO RECONCILE ALL DIFFERENCES IN 
OUR PROJECTIONS. A DEFINITIVE GMENT ON LIKELY OUTCOMES 
WOULD PRESENTLY SEF.MPRF.M ATI IRE. PROJECTIONS WILL CHANGE AS 
NEW INFORMATION BECOMES AVAILABLE. WE ALSO WISH TO AVOID 
THE APPEARANCE OF WORKING IN CONCERT WITH HMG OR OTHER 
GOVERNMENTS IN ORDER TO ACHIEVE AN AGREED ASSESSMENT WHICH 
COULD BE USED TO PUT PRESSURE ON GOJ TO TAKE ADDITIONAL 
EXPANSIONARY MEASURES. 

2. WHILE INFORMAL, B;LATERAL TALKS MAY BE USEFUL, WE 
BELIEVE THAT ESTABLISHED INTERNATIONAL FORA PROVIDE A 
BETTER FRAMEWORK FOR DISCUSSION O THE ECONOMIC POLICIES 
AND PROSPECTS OF JAPAN AND OTHER COUNTRIES. THE OECD 
EDRC REVIEW OF JAPAN IN JUNE WILL PROVIDE A GOOD OPPOR 
TUNITY FOR MANY COUNTRIES TO SHARE THEIR VIEWS OF JAPAN- 
ESE PERFORMANCE AS WILL MID-MAY OECD MEETING OF SHORT- 
TERM FORECASTERS AND SUBSEQUENT MAY 29-31 SESSIONS OF EPC 
AND WP-3. RECENT MEETINGS OF THE WP-3 AND THE EPC HAVE 
ALREADY AFFORDED GOOD OPPORTUNITIES FOR DISCUSSION. 

3. WE HAVE NOT COMPLETED OUR ANALYSIS OF THE BRITISH 
PAPER TRANSMITTED REFTEL (B). OUR PRELIMINARY VIEW, HOW- 
EVER, IS THAT THE BRITISH HAVE SUBSTANTIALLY OVERESTIMATED 
THE SIZE OF THE 1978 CURRENT ACCOUNT SURPLUS. WE EXPECT 
THE SURPLUS TO DECLINE IN 1978. WE ARE ALSO MORE OPTI- 
MISTIC WITH RESP:CT TO JAPAN'S GROWTH PROSPECTS. WE NOTE 
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THAT BRITISH PROJECTIONS MAY HAVE BEEN REVISED SINCE 
REFTEL (B) WAS TRANSMUTED. DURING AN IMF EXECUTIVE 
BOARD MEETING ON FEBRUARY 24, THE UK EXECUTIVE DIRECTOR 
REPORTEDLY REMARKED THAT THE UK FORECAST FOR THE JAPANESE 
1978 CURRENT ACCOUNT SURPLUS UAS OF THE SAME MAGNITUDE AS 
IN 1977, 1.E., DOLLARS 11 BILLION. 

4. GRIFFITHS OF THE BRITISH :MBASSY INFORMS US THAT 
BUTLER HAS ASKED THEM TO FOLLOW UP ON THIS. U. S. OFFI- 
CIALS WHO ARE FOLLOWING JAPANESE PROJECTIONS ARE PREPARED 
TO HAVE INFORMAL DISCUSSIONS IN WASHINGTON WITH UK OFFI- 
CIALS ON CURRENT FORECASTS OF THE JAPANESE ECONOMY. WE 
ARE PLANNING TO CALL IN GRIFFITHS TO HAVE AN EXCHANGE OF 
VIEWS. HOWEVER, AS INDICATED ABOV:, IT MUST BE UNDER- 
STOOD THAT ANY INFORMAL EXCHANGES WILL NOT LEAD TO A 
JOINT APPROACH TO THE JAPANESE. IT MUST ALSO BE AGREED 
THAT ANY INFORMAL DISCUSSIONS WILL NOT LEAD TO A UK DE- 
MARCHE TO TH: GOJ IN WHICH THE UK CLAIMS WE ARE SUPPORT 
ING OR AGREEING TO ITS ASSESSMENT. VANCE 
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